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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q includésward-looking statementstithin the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of teeufities Exchange Act of 1934, as amended (“Exgéaict”)
including, in particular, the statements aboutgans, strategies and prospects under the he&dkmg 2.
Management'’s Discussion and Analysis of Financahdition and Results of Operationsf Part | — Financial
Information of this Form 10-Q. Forward-looking statents involve many risks and uncertainties andesspan
expectation or belief and contain a projectionnma assumption with regard to, among other things future
revenues, income, expenses, or capital structueh Statements of future events or performanceetrguarantees
of future performance and involve estimates, assiompand uncertainties. The words “could,” “maigfedict,”
“anticipate,” “would,” “believe,” “estimate,” “exp&,” “forecast,” “project,” “objective,” “intend,™continue,”
“should,” “plan,” and similar expressions, or thegatives thereof, are intended to identify forwkaking
statements unless the context requires otherwise.

” ow ” o« ” o« ” W n

Some important factors that could cause our actsallts or outcomes to differ materially from thakscussed in
the forward-looking statements include, but arelimated to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesategr

= weather-related damage to our electrical system;

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitylampacity;

= purchased power costs and availability;

= regulatory action, including, but not limited tbgtreview of our basic rates and charges by thiarad
Utility Regulatory Commission (“IURC");

= federal and state legislation and regulations;

= our ownership by The AES Corporation (“AES”);

= changes in our credit ratings or the credit ratioig8ES;

= fluctuations in the value of pension plan asséisfdations in pension plan expenses and our lbdlit
fund defined benefit pension and other post-retiaenplans;

= changes in financial or regulatory accounting peic

= environmental matters, including costs of compleangth current and future environmental requireragnt

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= local economic conditions, including the fact ttie local and regional economies have struggleslitiir
the recession and weak economic climate the pasydars and continue to face uncertainty for the
foreseeable future;

= acts of terrorism, acts of war, pandemic eventsatural disasters such as floods, earthquakesdoss,
ice storms or other catastrophic events;

= costs and effects of legal and administrative pedo®gs, audits, settlements, investigations anidheland
the ultimate disposition of litigation;

= issues related to our participation in the Midwesiependent Transmission System Operator, Inc.
(“Midwest I1ISO"), including the cost associated witlembership and the recovery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codstéd subsidiary, Indianapolis Power & Light Compé&ihPL").
All such factors are difficult to predict, containcertainties that may materially affect actualitssand many are
beyond our control. Except as required by the faldezcurities laws, we undertake no obligationubligly update
or review any forward-looking information, whethaes a result of new information, future events teowise. If
one or more forward-looking statements are updatednference should be drawn that additional upslatill be
made with respect to those or other forward-looldtadements.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Condensed Consolidated Statements of Ino®
(In Thousands)

Three Months Ended

June 30

Six Months Ended

June 30

2011 2010

2011

2010

UTILITY OPERATING REVENUES

UTILITY OPERATING EXPENSES:
Operation:
Fuel
Other operating expenses
Power purchased
Maintenance
Depreciation and amortization
Taxes other than income taxes
Income taxes - net
Total utility operating expenses
UTILITY OPERATING INCOME

OTHER INCOME AND (DEDUCTIONS):

Allowance for equity funds used during constroicti

Loss on early extinguishment of debt
Miscellaneous income and (deductions) - net

Income tax benefit applicable to nonoperatingime

Total other income and (deductions) - net

INTEREST AND OTHER CHARGES:
Interest on long-term debt
Other interest

Allowance for borrowed funds used during congtaic
Amortization of redemption premiums and expenséeebt

Total interest and other charges - net
NET INCOME

LESS: PREFERRED DIVIDENDS OF SUBSIDIARY

NET INCOME APPLICABLE TO COMMON STOCK

$279,943 $275,047

$ 569,108 % 563,084

83,607 77,475 162,755 156,248
51,176 49,106 101,532 97,631
15,296 13,324 40,339 26,117
28,868 31,273 61,398 54,956

41,497 41,146 82,328 78
10,551 8,932 21,259 2559,
12,811 15,753 27,634 39,505
243,806 237,000 07,845 475,441
36,137 _ 38,038 71,863 87,643
843 856 2,236 1,534

(15,378) - (15,378) -
12,890(1,237) 12,257 (1,415)
6,989 6,233 13,478 12,826
5344 853 12,593 12,945
27,914 28,663 56,776 57,388
446 422 893 1,058
(553) (512 (1,485) (964)
1,140 1,044 2,308 2,085
28,947 610, 58,492 59,567
12,534 14,273 25,064 41,021
804 804 1,607 1,607

$ 11,73( $ 1346¢ $ 2435 $ 3941

See notes to unaudited condensed consolidatectcfaatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Balance She

(In Thousands)

June 30 December 31
2011 201C
ASSETS
UTILITY PLANT:
Utility plant in servic $ 4,151,97' $ 4,096,88:
Less accumulated deprecia 1,924,97! 1,878,74
Utility plant in service - n 2,227,00. 2,218,131
Construction work in progre 161,94( 129,63
Spare parts inventc 15,66¢ 12,737
Property held for future u 1,00z 1,00z
Utility plant - ne 2,405,61. 2,361,50!
OTHER ASSETS:
Investment in long-term debt securi 40,00( 41,66¢
Nonutility property - at cost, less accumulategmrciatiol 541 68¢
Other investmen 6,607 6,41¢
Other assets - 1 47,14¢ 48,77¢
CURRENT ASSETS:
Cash and cash equivale 36,227 31,79¢
Accounts receivable and unbilled revenue (lelssvahce
for doubtful accounts of $2,698 and $2,218peetively 126,95¢ 140,53¢
Fuel - at average ct 51,40¢ 37,36¢
Materials and supplies - at average 51,29¢ 51,52«
Deferred tax asset - curr 10,98t 11,312
Regulatory asse 7,73¢€ -
Prepayments and other current a: 22,70: 18,36¢
Total current asst 307,31 290,90¢
DEFERRED DEBITS:
Regulatory asse 398,87t 416,74¢
Miscellaneou 24,50: 20,04(
Total deferred deb 423,37¢ 436,78¢
TOTAL $ 3,183,450 $ 3,137,98I
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's defi
Paid in capiti $ 11,19 $ 10,811
Accumulated defic (42,318 (15,344
Accumulated other comprehensive - (197)
Total common shareholder's de (31,124 (4,730
Cumulative preferred stock of subsidi 59,78« 59,78¢
Long-term deb 1,732,42! 1,332,35:!
Total capitalizatic 1,761,08! 1,387,40°
CURRENT LIABILITIES:
Short-term and current portion of long-term « 105,00( 425,00(
Accounts payab 94,06+ 83,351
Accrued expens 20,64: 23,01¢
Accrued real estate and personal property 17,06¢ 16,81:
Regulatory liabilitie 15,04¢ 8,862
Accrued intere: 29,87: 31,18¢(
Customer depos 21,72¢ 20,77:
Other current liabilitie 10,27¢ 10,28¢
Total current liabilitie 313,69 619,27¢
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Regulatory liabilitie 529,43« 516,99:
Accumulated deferred income taxes - 348,91 373,24«
Non-current income tax liabili 4,93¢ 4,757
Unamortized investment tax cre 10,597 11,432
Accrued pension and other postretirement bel 189,90: 199,28¢
Miscellaneou 24,88¢ 25,58(
Total deferred credits and other long-tembilities 1,108,67: 1,131,29:
COMMITMENTS AND CONTINGENCIES (Note 7)
TOTAL $ 3,183,451 $ 3,137,98!

See notes to unaudited condensed consolidateccfalatatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of CaBtows

(In Thousands)

Six Months Ended

June 30
2011 201(
CASH FLOWS FROM OPERATIONS:
Net income $ 25,96: $ 41,02:
Adjustments to reconcile net income to net cashiged by operating activitie
Depreciation and amortizati 83,11« 81,16(
Amortization of regulatory ass 2,35¢ 3,491
Deferred income taxes and investment tax ceatjitstments - n (12,770 (11,781
Loss on early extinguishment of ¢ 15,37¢ -
Allowance for equity funds used during constian (2,149 (1,428
Gains on sales of ass (13,357 (116
Change in certain assets and liabili
Accounts receivak 13,57¢ (6,796
Fuel, materials and supp! (13,811 (256,
Income taxes receivable or payi 4,42¢ (4,540
Financial transmission rig| (5,927 (3,817
Accounts payable and accrued expe 9,13¢ 9,70¢
Accrued real estate and personal property 257 (6,609
Accrued intere (316) 20C
Pension and other postretirement benefit exgs (9,385 (5,809
Short-term and long-term regulatory assetsliabilities 51¢ 2,56:
Other - ne (3,099 (1,649
Net cash provided by operating activi 93,91° 95,34
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utili (109,187 (61,982
Proceeds from the sales of as 15,46¢ 52
Grants under the American Recovery and Reinvedtet of 200¢ 4,624 -
Othe (6,498 (2,215
Net cash used in investing activil (95,593 (64,145
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowin 108,00( 9,50¢
Short-term debt repayme (53,000 -
Long-term borrowings, net of disco 399,70t -
Retirement of long-term debt and early tendemiuen (389,422 -
Dividends on common sto (51,331 (52,300
Preferred dividends of subsidi (1,607 (1,607
Deferred financing costs pi (5,651 -
Othe (590 (233
Net cash provided by (used in) financing activities 6,107 (44,632)
Net change in cash and cash equiva 4,431 (13,435
Cash and cash equivalents at beginning of p 31,79¢ 48,02:
Cash and cash equivalents at end of p 3 36,22, $ 34,58,
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitaliz 3 57,28" § 57,41«
Income taxe $ 22500 $§ 43,000

See notes to unaudited condensed consolidateccfalatatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Conom Shareholder's Defici
and Noncontrolling Interest
(In Thousands)

Accumulated Total
Other Common Cumulative
Paid in Accumulated Comprehensive Shareholder's Preferred Stock
Capital Deficit Loss Deficit of Subsidiary
2010
Beginning Balance $ 9,820 $ (18,878) - 3 (9,058% 59,784
Comprehensive Income attributable to common s
Net income applicable to common st 39,41« 39,41«
Unrealized loss on purchased power hedge
of income taxes of $1¢ (273 (273
Unrealized loss on available for sale investnfeal
of income tax benefit of $1( (150 (150!
Total Comprehensive Income attributable to comntook 38,99:
Distributions to AE! (52,300 (52,300
Contributions from AE 434 484
Balance at June 30, 201 $ 10,304 $ (31,764)$ (423) $ (21,883% 59,784
2011
Beginning Balance $ 10,811 $ (15,344)$ (197) $ (4,730)% 59,784
Comprehensive Income attributable to common s
Net income applicable to common st 24,35! 24,35!
Gain on sale of available for sale investmeai
of income tax expense of $1 197 197
Total Comprehensive Income attributable to comniook 24,55¢
Distributions to AE! (51,331 (51,331
Contributions from AE 388 38:
Balance at June 30, 201 $ 11194 $ (42,318)$ - $ (31,124% 59,784

See notes to unaudited condensed consolidatectialatatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Condense@€onsolidated Financial Statements

For a list of certain abbreviations or acronymsdusethe Notes to Unaudited Condensed Consolidgiteghcial
Statements, sétem 1B. Defined Termsfincluded in Part | — Financial Information of tierm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. (“IPALCO”) is a holding mpany incorporated under the laws of the statadiiha.
IPALCO is a wholly-owned subsidiary of The AES Cargtion (“AES”). IPALCO was acquired by AES in Marc
2001. IPALCO owns all of the outstanding commorcktof its subsidiaries. Substantially all of IPALGO
business consists of the generation, transmisdistribution and sale of electric energy condudtedugh its
principal subsidiary, Indianapolis Power & Light @pany (“IPL"). IPL was incorporated under the lagighe
state of Indiana in 1926. IPL has approximately,@@0 retail customers in the city of Indianapolisl aeighboring
cities, towns and communities, and adjacent ruedsall within the state of Indiana, the mostatispoint being
approximately forty miles from Indianapolis. IPLshan exclusive right to provide electric servicéhtose
customers. IPL owns and operates two primarily-fioatl generating plants, one combination coal gasHfired
plant and two combustion turbines at a separageisitt are all used for generating electricity.’§et electric
generation design capability for winter and sume&,492 Megawatts (“MW") and 3,353 MW, respectivel

IPALCOQO's other direct subsidiary is Mid-America G Resources, Inc. (“Mid-America”). Mid-America the
holding company for IPALCO’s unregulated activitidsid-America owns a 4.4% interest in EnerTech @Gapi
Partners Il L.P., a venture capital fund that insés early stage and emerging growth companid¢iserenergy
technology, clean technology and related markeitb, arecorded value of $3.5 million as of bothe@0, 2011
and December 31, 2010.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidatethé&ial Statements (the “Financial Statement<iuide
the accounts of IPALCO, IPL and Mid-America. Algsificant intercompany amounts have been eliminatée
accompanying financial statements are unauditedgtier, they have been prepared in accordance withuating
principles generally accepted in the United Stafesmerica for interim financial information and aonjunction
with the rules and regulations of the Securitied Brchange Commission. Accordingly, they do notude all of
the disclosures required by accounting principkesegally accepted in the United States of Amemcahnual
fiscal reporting periods. In the opinion of manageinall adjustments of a normal recurring natweeessary for
fair presentation have been included. The eleatiiity business is affected by seasonal weathéepss throughout
the year and, therefore, the operating revenuesssutiated operating expenses are not generagaty éy month
during the year. These unaudited financial statesniesave been prepared in accordance with the atinguypolicies
described in IPALCO’s Annual Report on Form 10-K floe year ended December 31, 2010 (2010 Form10-K
and should be read in conjunction therewith. Centaior period amounts have been reclassified tdarm to
current year presentation.

Use of Management Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United
States of America requires that management makaicestimates and assumptions that affect thertegho
amounts of assets and liabilities and disclosumaofingent assets and liabilities at the datdeffinancial
statements. The reported amounts of revenues gqrahses during the reporting period may also betaffieby the
estimates and assumptions that management is edgoimake. Actual results may differ from thostnestes.
New Accounting Pronouncements

Fair Value Measurement (Topic 820)

In May 2011, the Financial Accounting Standards@d&-FASB”) issued Accounting Standards Update T30
“Fair Value Measurement Amendments to Achieve ConfraiolYalue Measurement and Disclosure Requirements



in U.S. Generally Accepted Accounting Principled &mternational Financial Reporting Standarti3 he
amendments in this Update result in common fain@aheasurement and disclosure requirements un&er U.
Generally Accepted Accounting Principles and Iné¢ional Financial Reporting Standards. Consequgtitéy
amendments change the terminology used to desmiding of the requirements under U.S. Generally Azbp
Accounting Principles for measuring fair value daddisclosing information about fair value measueats. For
many of the requirements, the FASB does not infenthe amendments in this Update to result inangle in the
application of the requirements in Topic 820. Sarhthe amendments clarify the FASB’s intent abdiat t
application of existing fair value measurement regraents. Other amendments change a particulacipkénor
requirement for measuring fair value or for disaigsnformation about fair value measurements. aimendments
in this Update are effective for IPALCO beginnirandary 1, 2012 and are currently not expected e hamaterial
effect on IPALCO’s results of operations or finaigyosition.

Comprehensive Income (Topic 220)

In June 2011, the FASB issued Accounting Standdpitate Topic 220Presentation of Comprehensive Incoie
Under the amendments in this Update, an entityttt@eption to present the total of comprehensicerime, the
components of net income, and the components ef attmprehensive income either in a single contisuo
statement of comprehensive income or in two sepdmatt consecutive statements. The amendmentssitVidate
are effective for IPALCO beginning January 1, 2@h2 are currently not expected to have a matdiiztteon
IPALCO's results of operations or financial positio

3. REGULATORY MATTERS
Environmental Compliance Cost Recovery Adjustment

On July 7, 2011, the IURC approved IPL’s modifioatbf its Certificate of Public Convenience and &bsity for
the construction cost estimates of the PetersbuigdJ-lue Gas Desulfurization Enhancements prajsctet forth
in Cause No. 42170 ECR 16 S1. The modification ava$8.1 million increase of the project budget1@&0
million. The order also made final the IURC's interapproval of IPL’s environmental compliance castovery
adjustment.

Tree Trimming Practices Investigation

On July 7, 2011, the IURC issued an order in C&lse43663 on reconsideration of the IURC’s Noven@i@r
2010 order regarding the generic state-wide ingatitin into electric utility tree trimming practeand tariffs. This
order on reconsideration clarified the customeiceatequirements and relationship of the ordertperty rights
and tariff requirements. It also clarified thatci@ses of emergency or public safety, utilities mvathout customer
consent, remove more than 25% of a tree or trinobeéexisting easement or right of way boundariagioedy the
situation. The IURC is currently in the procespaimulgating formal rules to implement the ordeis Inot
possible to predict what the impact will be to I&ithis stage; however, it could be material.

4. FAIR VALUE MEASUREMENTS

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradamgpther speculative purposes. The estimated &irevof financial
instruments has been determined by using avaitabl&et information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ofv&lue.
Accordingly, the estimates presented herein arm@o¢ssarily indicative of the amounts that we d¢oeblize in a
current market exchange. The use of different niaaksumptions and/or estimation methodologies raag la
material effect on the estimated fair value amaunts



Cash Equivalents

As of June 30, 2011 and December 31, 2010, ouregivalents consisted of money market funds. &ivevhlue
of cash equivalents approximates their book valietd their short maturity, which was $15.0 milliand $12.7
million as of June 30, 2011 and December 31, 2fH<pectively.

Investment in Debt Securities

As of June 30, 2011 and December 31, 2010, ousiment in debt securities consisted of availabtestde debt
securities of $40.0 million and $41.7 million, resfively. Auction rate securities with a recordedire of $1.7
million as of December 31, 2010 were liquidatedmythe first quarter of 2011 at their face amoafrfs2.0

million. Variable rate demand notes of $40.0 miilat both periods consisted of the $40 Million GifyPetersburg,
Indiana, Pollution Control Refunding Revenue BoAdgustable Rate Tender Securities Series 1995Baiagbolis
Power & Light Company Project (“1995B Bonds”), whillPL owns and is also liable for both the intesas
principal payments thereon. We have estimatedainezélue of the 1995B Bonds based primarily upoaliative
factors, such as IPL’s credit worthiness, and amtedl the fair value approximates their face value.

Customer Deposits

Our customer deposits do not have defined matdédtgs and therefore, fair value is estimated tthhé@amount
payable on demand, which equaled book value. Custdeposits totaled $21.7 million and $20.8 millamof
June 30, 2011 and December 31, 2010, respectively.

Indebtedness

The fair value of our outstanding fixed rate deds been determined on the basis of the quoted tranikes of the
specific securities issued and outstanding. Irageircumstances, the market for such securites imactive and
therefore the valuation was adjusted to considangas in market spreads for similar securities oAdiagly, the
purpose of this disclosure is not to approximagwhlue on the basis of how the debt might be aefied.

The following table shows the face value and tleviaue of fixed rate and variable rate indebtes$rfor the
periods ending:

June 30, 2011 December 31, 2010
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 16577 $ 17613 $ 16327 $ 1,719.8
Variable-rate 185.0 185.0 130.0 130.0
Total indebtedness $ 18427 $ 19463 $ 1,7627 $ 1,849.8

The difference between the face value and the iceymalue of this indebtedness represents unamedrtiiscounts
of $5.2 million and $5.3 million at June 30, 20kdd&ecember 31, 2010, respectively.

-10 -



Fair Value Hierarchy

FASB Accounting Standards Codification (“ASC”) 8@6fined and established a framework for measuairg f
value and expanded disclosures about fair valuesunements for financial assets and liabilities #ratadjusted to
fair value on a recurring basis and/or financigeas and liabilities that are measured at fairezal a nonrecurring
basis, which have been adjusted to fair value duttie period. In accordance with ASC 820, we hategorized
our financial assets and liabilities that are aiddo fair value, based on the priority of thelitgpto the valuation
technique, following the three-level fair valueraiechy prescribed by ASC 820, as follows:

Level 1 - unadjusted quoted prices for identicakss or liabilities in an active market.

Level 2 - inputs from quoted prices in markets veheading occurs infrequently or quoted pricessfriuments
with similar attributes in active markets.

Level 3 - unobservable inputs reflecting managefaawn assumptions about the inputs used in prithegasset or
liability.

As of June 30, 2011 and December 31, 2010, allddity pension assets — see NotePerision and Other
Postretirement Benefisof IPALCO’s financial assets or liabilities meaed at fair value on a recurring basis were
considered Level 3, based on the fair value hiésarthe following table presents those financiakeas and

liabilities:

Fair Value Measurements
Using Level 3 at
June 30, 2011 December 31, 2010
(In Thousands)

Financial assets:

Investments in debt securities $ ,000 $ 41,669
Financial transmission rights 08h 2,158
Total financial assets measured at fair value $ 48,085 $ 43,827

Financial liabilities:

Interest rate swap $ 10,030 $ 9,426
Other derivative liabilities 73 193
Total financial liabilities measured at fair value $ 10,203 $ 9,619

-11 -



The following tables present a reconciliation afafincial instruments classified as Level 3 in thevalue hierarchy
for the three and six months ended June 30, 2011:

Three Months Ended June 30, 2011
Derivative Financial

Instruments, net Investments in
Asset (Liability) Debt Securities Total
(In Thousands)

Balance at April 1, 2011 $ (8,667) $ 40,000 $ 1,383
Unrealized gain recognized in earnings 23 - 23
Unrealized loss recognized as a regulatory

liability (1,838) - (1,838)
Unrealized loss recognized as a regulatory asset (218) - (218)
Issuances 8,085 - 8,085
Settlements 497 - 497

Balance at June 30, 2011 $ (2,118) $ 40,000 $ 7,882

Six Months Ended June 30, 2011
Derivative Financial
Instruments, net Investments in
Asset (Liability) Debt Securities Total
(In Thousands)

Balance at January 1, 2011 $ (7,461) $ 41669 $ 4,28
Unrealized gain recognized in Other

Comprehensive Income - 331 331
Unrealized gain recognized in earnings 19 - 19
Unrealized loss recognized as a regulatory

liability (2,158) - (2,158)
Unrealized loss recognized as a regulatory asset (1,594) - ,524)
Issuances 8,085 - ,085
Settlements 991 (2,000) (1,009)

Balance at June 30, 2011 $ (2,118) $ 40,000 $ 7,882

5. INDEBTEDNESS
IPALCQO'’s Senior Secured Notes

In May 2011, IPALCO completed the sale of $400 imillaggregate principal amount of 5.00% Senior 8stu
Notes due 2018 (2018 IPALCO Notes”) pursuant tdeRLA4A and Regulation S under the Securities Ad1983,
as amended. The 2018 IPALCO Notes were issued guirso an Indenture dated May 18, 2011, by and dsetw
IPALCO and The Bank of New York Mellon Trust Compail.A., as trustee. In connection with this isst&n
IPALCO conducted a tender offer to repurchase &@hcany and all of IPALCO’s then outstanding $37lian of
8.625% (original coupon 7.625%) Senior Secured $ldtee November 14, 2011 (2011 IPALCO Notes”). As a
result, IPALCO no longer has indebtedness withndgrést rate that changes due to changes in i# ca¢ings,
although IPL’s credit facilities continue to havertain fees that can be affected by its credihgati Additionally,
IPALCO no longer has any debt with financial ratiaintenance covenants; although its articles afriparation
continue to contain the same financial ratios ietgtg dividend payments and intercompany loan&ES as were
included in the 2011 IPALCO Notes.

The 2018 IPALCO Notes were priced to the publi®®&B27% of par. Net proceeds to IPALCO were $394.7
million after deducting underwriting costs and thecount. These costs and other related finanaistsare being
amortized through 2018 using the effective intemsthod. We used the net proceeds to repurchaséth
outstanding 2011 IPALCO Notes through the tendfaraind to subsequently redeem all of the remai@bigL
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IPALCO Notes not tendered. The proceeds were aled to pay the early tender premium of $14.4 nmilaod
other fees and expenses related to the tenderaftethe redemption of the 2011 IPALCO Notes, a$aseother
fees and expenses related to the issuance of f&IPALCO Notes. The total loss on early extingoisimt of debt
of $15.4 million was included as a separate liamiwithin Other Income and Deductions in the accamymng
Unaudited Condensed Consolidated Statements ofaco

The 2018 IPALCO Notes are secured by the Compaigidge of all of the outstanding common stock af. [Phe
lien on the pledged shares will be shared equalliyratably with IPALCO'’s existing senior securedas IPALCO
has entered into a Pledge Agreement SupplementligiBank of New York Mellon Trust Company, N.As, a
Collateral Agent, dated May 18, 2011 to the Plefigeeement between IPALCO and The Bank of New York
Mellon Trust Company, N.A. as successor CollatAggnt dated November 14, 2001.

6. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following tables present information relatingiie Employees’ Retirement Plan of Indianapolis@o& Light
Company and the Supplemental Retirement Plan démagholis Power & Light Company (“Pension Plansgijjich
are combined and shown as Pension Benefits. Tlawfolg tables also present information relatin@tiher
Postretirement Benefits:

Other
Pension Postretirement
Benefits Benefits

(In Thousands)
Net funded status of plans:

Net funded status at December 31, 2010, before tagjustments $ (194,797) $ (4,991)
Net benefit cost components reflected in net furetatlis during first quarter:
Service cost (1,809) (94)
Interest cost (7,957) (65)
Expected return on assets 8,042 -
Employer contributions during quarter 5,646 12
Net funded status at March 31, 2011, before tax adtments $ (190,875) $ (5,138)
Net benefit cost components reflected in net furgtatlis during second quarter:
Service cost (1,808) (95)
Interest cost (7,957) (65)
Expected return on assets 8,042 -
Employer contributions during quarter 7,400 89
Net funded status at June 30, 2011, before tax adjtments $ (185,198) $ (5,209)
Regulatory assets (liabilities) related to pensiofs®:
Regulatory assets (liabilities) at December 31, 201before tax adjustments  $ 242,941 % (7,57p
Amount reclassified through net benefit cost:
Amortization of prior service credit/(cost) (1,086) 79
Amortization of net actuarial (loss) gain (3,326) 42
Regulatory assets (liabilities) at March 31, 201hefore tax adjustments $ 238,529 $ (7,449)
Amount reclassified through net benefits cost:
Amortization of prior service credit/(cost) (108 78
Amortization of net actuarial gain/(loss) (3,327) 43
Regulatory assets (liabilities) at June 30, 2011efore tax adjustments $ 234,115 $ (7,328)

™ Amounts that would otherwise be charged/creditetidcumulated Other Comprehensive Income or Loss @pplication of ASC 715,
“Compensation — Retirement Benefits” are recorded eegulatory asset or liability because IPL hattically recovered and currently
recovers pension and other postretirement bengdéreses in rates. These are unrecognized amodritslye recognized as components of
net periodic benefit costs.

@ The regulatory liability related to Other Postretirent Benefits is netted against the regulatorgtasslated to Pension Benefits on the
accompanying Unaudited Condensed Consolidated Bal@heets.
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Pension Expense

The following table presents Net Periodic BenebfisCinformation relating to the Pension Plans corabi

For the Three Months For the Six Months Ended
Ended June 30, June 30,

2011 2010 2011 2010
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 1,808 $ 1,647 $ 3,617 $ 3,293
Interest cost 7,957 7,896 15,914 15,793
Expected return on plan assets (8,042) (7,313) (16,084) (14,627)
Settlement loss cognize® - 204 - 204
Amortization of prior service cc 1,087 86¢ 2,17: 1,737
Amortization of actuarial loss 3,327 2,960 6,653 5,920
Net periodic benefit cost $ 6,137 $ 6,263 $ 12,273 $ 12,320

@ Includes $204,000 settlement loss as a resulturhg sum distribution paid out of the Suppleme®ahsion Plan for the three months and six
months ended June 30, 2010.

Other Postretirement Employee Benefits and Expense

The following table presents Net Periodic BenefisCinformation relating to other postretirememdigs:

For the Three Months For the Six Months Ended
Ended June 30, June 30,

2011 2010 2011 2010
(In Thousands)

Components of net periodic benefit cost:

Service cost $ 9% 3 87 $ 189 $ 179
Interest cost 65 70 130 141
Amortization of prior service crel (78) (78) (157) (156,
Amortization of actuarial gain (43) (44) (85) (88)
Net periodic benefit cost $ 39 3% 35 $ 77 % 76

7. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPL is a defendant in approximately fifty pendimgvsuits alleging personal injury or wrongful destdmming
from exposure to asbestos and asbestos contairodggis formerly located in IPL power plants. IPdstbeen
named as a “premises defendant”, which means Bhatlid not mine, manufacture, distribute or inséalbestos or
asbestos containing products. These suits havelyeaght on behalf of persons who worked for carttnes or
subcontractors hired by IPL. IPL has insurance tini@y cover some portions of these claims; culyetiibse
cases are being defended by counsel retained lusansurers who wrote policies applicable topkeiod of time
during which much of the exposure has been alleged.

It is possible that material additional loss wiglgard to the asbestos lawsuits could be incurrethig\time, an
estimate of additional loss cannot be made. IPLsk#ted a number of asbestos related lawsuitarfayunts which,
individually and in the aggregate, were not matéadPL's or IPALCO'’s results of operations, findal condition,
or cash flows. Historically, settlements paid oh'#behalf have been comprised of proceeds fromasnaore
insurers along with comparatively smaller contribng by IPL. Additionally, approximately 40 casesresdropped
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by plaintiffs in 2010 without requiring a settlemiewe are unable to estimate the number of, trecetff, or losses
or range of loss which are reasonably possible ffarpending lawsuits or any additional asbestds.su
Furthermore, we are unable to estimate the podi@settiement amount, if any, that may be paidhfany
insurance coverage for any known or unknown clawesordingly, there is no assurance that the panpdimany
additional suits will not have a material adverfea on IPALCO's results of operations, finanaiaindition, or
cash flows.

IPL has been, and will continue to be, subjecbtdine audits with respect to its compliance wipplecable
reliability standards. In March 2010, one of theREE=certified reliability organizations responsilfiée developing
and maintaining reliability standards, Reliabiftgst Corporation (“RFC”), conducted a compliance aoditPL’s
operations. On July 6, 2010, RFC issued a Compdi@nalit Report to IPL in which it alleged certaingRible
Violations of reliability standards. IPL is in tipeocess of implementing mitigation plans for eatthe alleged
violations and is currently in settlement discussicegarding a potential fine. At this time, weidet it is unlikely
that any civil fines imposed in this matter will bwterial to IPALCO'’s results of operations, finehcondition, or
cash flows.

In addition, IPALCO and IPL are involved in litigah arising in the normal course of business. Wihikeresults of
such litigation cannot be predicted with certaimhgnagement believes that the final outcome willhawve a
material adverse effect on IPALCO'’s results of @piens, financial condition, or cash flows. Amouatsrued or
expensed for legal or environmental contingencigiectively during the periods covered by this regaave not
been material to the Financial Statements.

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazzrdous and other materials into the environnzett;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, jerevocation
and/or facility shutdowns. We cannot assure thahaxee been or will be at all times in full compl@with such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a Notice of ViolatigNOV”) and Finding of Violation from the U.S.
Environmental Protection Agency (“EPA”) pursuanthe U.S. Clean Air Act (“CAA") Section 113(a). TINOV
alleges violations of the CAA at IPL’s three prinhacoal-fired electric generating facilities dagibback to 1986.
The alleged violations primarily pertain to the Wretion of Significant Deterioration and nonattagmhNew
Source Review requirements under the CAA. Sinceivaw the letter, IPL management has met withBR& staff
regarding possible resolutions of the NOV. At tiiise, we cannot predict the ultimate resolutiothi$ matter.
However, settlements and litigated outcomes oflaingiases have required companies to pay civil liesainstall
additional pollution control technology on coalefit electric generating units, retire existing gatirg units, and
invest in additional environmental projects. A samioutcome in this case could have a material @hpa our
business. We would seek recovery of any operatirggpital expenditures related to air pollutionttoh
technology to reduce regulated air emissions; hewekere can be no assurances that we would lsessfal in
that regard.

Contractual Contingency

Under IPL’s $40 million interest rate hedge agreetnan event of default by either party, includibgt not limited
to, insolvency of either IPL, the counterpartyttoe insurer of the hedge (Ambac Assurance Corgoratcould
result in the termination of the agreement andotingment of settlement amounts, as defined in thesagent,
between the parties. No such conditions preserift.€lhe fair value of this hedge as of June 30,12and
December 31, 2010 was a liability to IPL of approately $10.0 million and $9.4 million, respectively
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8. SALE OF OATSVILLE COAL RESERVE

In June 2011, IPL completed the sale of coal rigimi$ a small piece of land in Indiana (the “Oatev@oal
Reserve”) to Penn Virginia Operating Co., LLC fosae price of $13.5 million. The property had eyiag value
of $0.2 million included in Other Investments oe giccompanying Unaudited Condensed ConsolidatezhBal
Sheets at December 31, 2010. The total gain rezedrin the sale of $13.3 million was included irsd&llaneous
Income and (Deductions) - Net under Other Incone(@@ductions) in the accompanying Unaudited Coadén
Consolidated Statements of Income.

9. INCOME TAXES

On May 10, 2011, the State of Indiana enacted HBilt&004, which phases in over four years a 2%udion to
the state corporate income tax rate. While theitiat state income tax rate remains at 8.5% forl2€@He deferred
tax balances were adjusted according to the aat®ipreversal of temporary differences. The chamgequired
deferred taxes on plant and plant-related tempat#fiigrences resulted in a reduction of the assedieegulatory
asset of $11.2 million. The change in required detbtaxes on non-property related temporary difiees which
are not probable to cause a reduction in future bastomer rates resulted in a tax benefit of #iillion.

IPALCO's effective combined state and federal inediax rates were 33.2% and 36.8%, respectivelythiothree
and six months ended June 30, 2011 as compareld4®odand 40.4%, respectively, for the three andrsirths
ended June 30, 2010. The rate decrease was psirtfaitesult of the $1.1 million state income taxéfit
described above.

10. SEGMENT INFORMATION

Operating segments are components of an entefprisenich separate financial information is avaie@ahnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding h@aldoate
resources. Substantially all of our business ctmsisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaitggrated electric utility. IPALCO’s reportable iness
segments are utility and nonutility. The nonutilit3tegory primarily includes the IPALCO Notes; appmately
$15.0 million and $8.5 million of nonutility casinécash equivalents, as of June 30, 2011 and Dexe3iih 2010,
respectively; short-term and long-term nonutilityéstments (including the 4.4% ownership intenegnerTech
Capital Partners Il L.P.) of $6.3 million and $én#llion at June 30, 2011 and December 31, 201@ews/ely; and
income taxes and interest related to those iteroaublity assets represented approximately 1% &41€0O'’s total
assets as of June 30, 2011 and December 31, 2@tthdéme for the utility segment was $53.7 milleomd $60.8
million for the six month periods ended June 3@ 2&nd 2010, respectively, and $30.5 million and.$2nillion
for the three month periods ended June 30, 20126ah@, respectively. The accounting policies ofittentified
segments are consistent with those policies ancepiges described in the summary of significanbaetng
policies. Intersegment sales, if any, are genelalsed on prices that reflect the current markedlitions.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

The following is a list of frequently used abbreigas or acronyms that are found in this Form 10-Q:

1995B Bonds

2010 Form 10-K

2011 IPALCO Notes

2018 IPALCO Notes

AES
ASC
BTA
CAA
CPCN
CSAPR
CWA
EPA
FASB
FAC
The Financial Statements

IPALCO

IPL

IURC

kWh

MW

MACT
Mid-America
Midwest ISO
NOV

Pension Plans

RFC

$40 Million City of Petersburg, IndiaRallution Control Refunding
Revenue Bonds Adjustable Rate Tender SecuritigesSE995B,
Indianapolis Power & Light Company Project
IPALCO'’s Annual Report on Form 10 the year ended December 31,
2010
$375 million of 8.625% (origiraupon 7.625%) Senior Secured Notes due
November 14, 2011
$400 million Aggregate Principahount of 5.00% Senior Secured Notes
due 2018
The AES Corporation
Financial Accounting Standards Board Accounstandards Codification
Best Technology Available
U.S. Clean Air Act
Certificate of Public Convenience and Necgssit
U.S. Cross-State Air Pollution Rule
U.S. Clean Water Act
U.S. Environmental Protection Agency
Financial Accounting Standards Board
Fuel Adjustment Clause
The Unaudited Condenseddlidated Financial Statements of IPALGO
“ltem 1. Financial Statementshcluded in Part | — Financial Information
of this Form 10-Q
IPALCO Enterprises, Inc.
Indianapolis Power & Light Company
Indiana Utility Regulatory Commission
Kilowatt hours
Megawatt
Maximum Achievable Control Technology
Mid-America Capital Resources, Inc.
Midwest Independent Transmission SysBperator, Inc.
Notice of Violation and Finding of Violation
Employees’ Retirement Plan of Ingliali&Power & Light Company and
Supplemental Retirement Plan of Indianapolis Pa&vkight Company
ReliabilityFirst Corporation
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our Unaudited Condensed Cédated
Financial Statements and the notes thereto includ8tém 1. Financial Statementsihcluded in Part | — Financial
Information of this Form 10-Q. The following disirsn contains forward-looking statements. Our daesults
may differ materially from the results suggestedhmse forward-looking statements. Please'Gaationary Note
Regarding Forward — Looking Statementg’the beginning of this Form 10-Q. For a listeftain abbreviations or
acronyms used in this discussion, démm 1B. Defined Termsincluded in Part | — Financial Information of this
Form 10-Q.

RESULTS OF OPERATIONS

The electric utility business is affected by seasaveather patterns throughout the year and, tberethe operating
revenues and associated expenses are not genevatdg by month during the year.

Comparison of three months ended June 30, 2011 atttree months ended June 30, 2010
Utility Operating Revenues

Utility operating revenues during the three morghded June 30, 2011 increased by $4.9 million coedpi the
same period in 2010, which resulted from the follaychanges (dollars in thousands):

Three Months Ended

June 30, Percentage
2011 2010 Change Change

Utility Operating Revenues:

Retail Revenues $ 258911 $ 250,414 $ 8,497 3.4%

Wholesale Revenues 16,544 A),53 (3,992) (19.4)%

Miscellaneous Revenues 4,488 4,097 391 9.5%
Total Utility Operating Revenues $ 279,943 $ 275,047 $ 4,896 1.8%
Heating Degree Days:

Actual 407 284 123 43.3%

30-year Average 551 515
Cooling Degree Days:

Actual 429 511 (82 (16.0)%

30-year Average 302 023

While the increase in Utility Operating Revenueshi@ comparable periods was only 1.8%, or $4.9anillit
included a 3.4%, or $8.5 million increase in retailenues, partially offset by a 19.4% or $4.0ionilldecrease in
wholesale revenues. The $8.5 million increasetailreevenues was due to a 5.8% increase in thghied average
price per Kilowatt hours (“kWh”) sold ($13.0 mill, partially offset by a 2.2% decrease in the wdwf kWh
sold ($4.5 million). The $13.0 million increasetive weighted average price of kWh sold was primatile to a
$10.2 million increase in Fuel Adjustment ClauseAC") revenues. We believe the $4.5 million decesimsthe
volume of electricity sold was due to the mildenfeeratures in our service territory in 2011 andéffiect of local
economic conditions. The $4.0 million decrease lmlesale revenues was primarily due to an 18.9%edse in
the quantity of kwWh sold ($3.8 million), which wpemarily due to the timing of major generating tuswerhauls
and, to a lesser extent, unscheduled outages.
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Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the three months ende®0u2610 to
the three months ended June 30, 2011 (in millions):

Operating expenses for the three months ended Jurd®, 2010 $ 237.0
Increase in fuel 6.1
Increase in other operating expenses 2.1
Increase in purchased power costs 2.0
Decrease in maintenance costs (2.4)
Decrease in income taxes — net (2.9)
Other miscellaneous variances — individually immiate 1.9

Operating expenses for the three months ended Jurd®, 2011 $ 243.8

The $6.1 million increase in fuel costs was prityadiue to an 11% increase in the price per toroaf eve
consumed during the comparable periods ($8.1 mjllemd a $2.0 million increase in deferred fueltsas the
result of variances between estimated fuel andhased power costs in our fuel adjustment charggseatual fuel
and purchased power costs. These increases weialparffset by a $4.9 million decrease in the qgtity of fuel
consumed due primarily to a decrease in total edétgt sales volume in the comparable periods.

Other operating expenses for the three months ehaez 30, 2011 increased $2.1 million or 4.2% caoegéo the
same period in 2010 primarily due to an increas®&lo? million in demand side management costs geisel
comparable period.

The $2.0 million increase in purchased power casts primarily due to a 25% increase in the volurngoaver
purchased during the period ($2.0 million), priyadue to the timing of major generating unit oveauts and, to a
lesser extent, unscheduled outages.

Maintenance expenses for the three months ended3lyr2011 decreased $2.4 million or 7.7% comptrdide
same period in 2010 due to a decrease in schedutades versus the comparable period.

The $2.9 million decrease in income taxes — netprasarily due to a decrease in pretax net opegatinoome for
the reasons previously described and, to a legsentethe benefit recorded related to the gradeateases in
enacted Indiana tax rates from 8.5% to 6.5% beg@aduly 1, 2012 through July 1, 2015 which areprobable to
cause a reduction in future base customer ratéé.@R'’s effective combined state and federal incdeerates
were 33.2% for the three months ended June 30, 20tbmpared to 41.4% for the three months endes 30,
2010 (as discussed in Note y¢ome Tax€go the Financial Statements).

Other Income and Deductions

Other income and deductions decreased $0.5 miiothe three months ended June 30, 2011 as cothpathe
same period in 2010. This decrease is primarilytdube $15.4 million loss on early extinguishmehtlebt related
to the repurchase of the 2011 IPALCO Notes, inclgdi $14.4 million early tender premium. This dasewas
partially offset by a $13.3 million gain on saleafr Oatsville coal reserve (as discussed in Npt&8&le of
Oatsville Coal Reservéo the Financial Statements).

Interest and Other Charges
Interest and other charges decreased $0.7 millioingl 2011 primarily due to lower interest on lotegm debt due

to the refinancing of $375 million of 8.625% IPALCD11 Notes with $400 million of 5.0% IPALCO 201&ts
in May of 2011.
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Comparison of six months ended June 30, 2011 ana shonths ended June 30, 2010
Utility Operating Revenues

Utility operating revenues during the six monthdeth June 30, 2011 increased by $6.0 million contptr¢he
same period in 2010, which resulted from the follaychanges (dollars in thousands):

Six Months Ended

June 30, Percentage
2011 2010 Change Change
Utility Operating Revenues:
Retail Revenues $ 530,756 $ 510,815 $ 19,941 3.9%
Wholesale Revenues 28,589 43,57 (14,988) (34.4)%
Miscellaneous Revenues 9,763 8,692 1,071 12.3%
Total Utility Operating Revenues $ 569,108 $ 563,084 $ 6,024 1.1%
Heating Degree Days:
Actual 3,214 3,197 17 0.5%
30-year Average 3,424 3,424
Cooling Degree Days:
Actual 432 511 (79 (15.5)%
30-year Average 302 023

While the increase in Utility Operating Revenueshia comparable periods was only 1.1%, or $6.Ganillit
included a 3.9%, or $19.9 million increase in fdatvenues, partially offset by a 34.4%, or $15ibiom, decrease
in wholesale revenues. The increase in retail neggnvas due to a 7.1% increase in the weightecg®grice per
Kilowatt hours (“kWh”) sold ($33.4 million), partig offset by a 2.1% decrease in the volume of k¥ghd ($8.5
million) and a nonrecurring charge against remilenues related to prior periods ($5.0 million)eT33.4 million
increase in the weighted average price of kWh s@ld primarily due to a $28.3 million increase inG-fevenues
and another $3.4 million in other recoverable cesth as demand side management and environmestal &Ve
believe the $8.5 million decrease in the volumelettricity sold was primarily due to milder tematmes in our
service territory in 2011 as demonstrated by th&%bdecrease in cooling degree days as well akéocaomic
conditions. The $15.0 million decrease in wholesalenues was primarily due to a 33.5% decreaeigquantity
of kWh sold ($14.6 million), which was primarily edo the timing of scheduled generating unit outeayed, to a
lesser extent, unscheduled outages.

Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the six months ended Dyr2930 to
the six months ended June 30, 2011 (in millions):

Operating expenses for the six months ended June 31010 $ 475.4
Increase in fuel costs 6.5
Increase in other operating expenses 3.9
Increase in purchased power costs 14.2
Increase in maintenance expenses 6.4
Decrease in income taxes — net (11.9)
Other miscellaneous variances — individually immiate 2.7

Operating expenses for the six months ended June 31011 $ 497.2
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The $6.5 million increase in fuel costs is primadue to an 18% increase in the price per ton af e® consumed
during the comparable periods ($24.7 million) @akfioffset by (i) a $15.6 million decrease in tngantity of fuel
consumed due primarily to a decrease in total edétgt sales volume in the comparable periods aijé $3.8
million decrease in deferred fuel costs as thelre§wariances between estimated fuel and purchps&ver costs
in our fuel adjustment charges and actual fuel@mrdhased power costs.

Other operating expenses for the six months endee 30, 2011 increased $3.9 million or 4.0% conghéwethe
same period in 2010 primarily due to an increas®205 million in demand side management costs geisel
comparable period.

The $14.2 million increase in purchased power ceats primarily due to a 116% increase in the volwfngower
purchased during the period ($17.2 million), priityadue to the timing of scheduled generating anitages and, to
a lesser extent, unscheduled outages.

Maintenance expenses for the six months ended3Wriz011 increased $6.4 million or 11.7% compaoeith¢

same period in 2010. We expect maintenance expémsesitinue to be higher through 2012 as we caetio
perform major generating unit overhauls and impletnaeplan to increase the level of maintenancevities on our
five largest coal fired generating units to cormetiability problems encountered in the past tveang as described
in our 2010 Form 10-K undeOperating Excellenceincluded in“ltem 7. Management'’s Discussion and Analysis
of Financial Condition and Results of Operations.”

The $11.9 million decrease in income taxes — natpvamarily due to a decrease in pretax net opegaticome for
the reasons previously described and, to a legsentethe benefit recorded related to the gradeateases in
enacted Indiana tax rates from 8.5% to 6.5% beg@auly 1, 2012 through July 1, 2015 which areprobable to
cause a reduction in future base customer ratés.@P'’s effective combined state and federal incdeerates
were 36.8% for the six months ended June 30, 28kbmpared to 40.4% for the six months ended JOn2CLO
(as discussed in Note 9ntome Taxégo the Financial Statements).

Other Income and Deductions

Other income and deductions decreased $0.4 miitiothe six months ended June 30, 2011 as compartbe
same period in 2010. This decrease is primarilytdwe$15.4 million loss on early extinguishmentlebt related
to the repurchase of the 2011 IPALCO Notes, inclgdi $14.4 million early tender premium. This desgewas
partially offset by a $13.3 million gain on saleafr Oatsville coal reserve (as discussed in Npt&8le of
Oatsville Coal Reserveo the Financial Statements) and a $0.7 milliocréase in the allowance for equity funds
used during construction as a result of increasedteuction activity.

Interest and Other Charges

Interest and other charges decreased $1.1 millioingl 2011 primarily due to (i) lower interest amf-term debt
of $0.6 million due to the refinancing of $375 naiit of 8.625% IPALCO 2011 Notes with $400 millioh50%
IPALCO 2018 Notes in May of 2011 and (ii) a $0.9limn increase in the allowance for borrowed fundsed
during construction as a result of increased canstm activity.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2011, we had unrestricted cash asld equivalents of $36.2 million. As of June 30, 20wve also
had available borrowing capacity of $154.3 milliomder our $250.0 million committed revolving crefdicilities
after outstanding borrowings, existing letters i@&dit and liquidity support for the 1995B Bondsl & IPL’s long-
term borrowings must first be approved by the IU&(d the aggregate amount of IPL’s short-term inekdhiess
must be approved by the FERC. We have approval FBERC to borrow up to $500 million of short-term
indebtedness outstanding at any time through Julp@12. We also have authority from the IURC tapag other
things, issue up to $200 million in aggregate ppatamount of long-term debt and refinance up2@®4 million
in existing indebtedness through December 31, 28d8 to have up to $250 million of long-term crexdjteements
and liquidity facilities outstanding at any one éinWe also have restrictions on the amount of nelt that may be
issued due to contractual obligations of AES andirmncial covenant restrictions under our existiteipt
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obligations. We do not believe such restrictiont evirrently be a limiting factor in our ability tissue debt in the
ordinary course of prudent business operations.

We believe that existing cash balances, cash gekeftmm operating activities and borrowing capaoit our
committed credit facilities will be adequate foe tforeseeable future to meet anticipated operatipgnses,
interest expense on outstanding indebtedness rimgwapital expenditures and to pay dividends ESASources
for principal payments on outstanding indebted@@ssnonrecurring capital expenditures are expedotbe
obtained from: (i) existing cash balances; (ii)icgenerated from operating activities; (iii) boring/capacity on
our committed credit facilities; and (iv) additidriebt financing.

IPALCO'’s Senior Secured Notes

In May 2011, IPALCO completed the sale of $400 imillaggregate principal amount of 5.00% Senior 8=tu
Notes due 2018 (2018 IPALCO Notes”) pursuant tdeRi#4A and Regulation S under the Securities Ad983,
as amended. The 2018 IPALCO Notes were issued guirsol an Indenture dated May 18, 2011, by and detw
IPALCO and The Bank of New York Mellon Trust Compail.A., as trustee. In connection with this isst&n
IPALCO conducted a tender offer to repurchase &@hcany and all of IPALCO’s then outstanding $37lian of
8.625% (original coupon 7.625%) Senior Secured $ldtee November 14, 2011 (“2011 IPALCO Notes”). As a
result, IPALCO no longer has indebtedness withndgrést rate that changes due to changes in & ca¢ings,
although IPL’s credit facilities continue to hawertin fees that can be affected by its credihgsti Additionally,
IPALCO no longer has any debt with financial ratimintenance covenants; although its articles afrimaration
continue to contain the same financial ratios ietstig dividend payments and intercompany loan&ES as were
included in the 2011 IPALCO Notes.

The 2018 IPALCO Notes were priced to the publi®®&B27% of par. Net proceeds to IPALCO were $394.7
million after deducting underwriting costs and thecount. These costs and other related finanastsare being
amortized through 2018 using the effective intemsthod. We used the net proceeds to repurchaséth
outstanding 2011 IPALCO Notes through the tendfaraind to subsequently redeem all of the remai@bigL
IPALCO Notes not tendered. The proceeds were aed to pay the early tender premium of $14.4 nmlaod
other fees and expenses related to the tenderasftethe redemption of the 2011 IPALCO Notes, a ageother
fees and expenses related to the issuance of l&IP@ALCO Notes. The total loss on early extingnigint of debt
of $15.4 million was included as a separate liamiwithin Other Income and Deductions in the accamyng
Unaudited Condensed Consolidated Statements ofriaco

The 2018 IPALCO Notes are secured by the Compaigtige of all of the outstanding common stock af. [Phe
lien on the pledged shares will be shared equalliyratably with IPALCQ’s existing senior securedas IPALCO
has entered into a Pledge Agreement SupplementihigtBank of New York Mellon Trust Company, N.As, a
Collateral Agent, dated May 18, 2011 to the Plefigeeement between IPALCO and The Bank of New York
Mellon Trust Company, N.A. as successor Collatége#nt dated November 14, 2001.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakexiitures necessary for prudent utility operatiand
compliance with environmental laws and regulatiaisng with discretionary investments designedrtprove
overall performance. Our capital expenditures eut&109.2 million and $62.0 million for the six ntbbs ended
June 30, 2011 and 2010, respectively. Construetquenditures during the first six months of 201d 2010 were
financed primarily with internally generated casbyided by operations.

Our capital expenditure program, including develeptrand permitting costs, for the three year pe?idtll-2013 is
currently estimated to cost approximately $489iomll including amounts already spent in the firstrsonths of
2011. It includes approximately $184 million fordétibns, improvements and extensions to transnmisai
distribution lines, substations, power factor anttage regulating equipment, distribution transfersnand street
lighting facilities. The capital expenditure progralso includes approximately $244 million for poyeéant related
projects (including $64 million for the completiofia construction project begun in 2010 designeetdice sulfur
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dioxide); $31 million for IPL’'s Smart Energy Profecand $30 million for other miscellaneous equiptng&he
majority of the expenditures for construction potgedesigned to reduce sulfur dioxide and mercoriggions are
recoverable through jurisdictional retail rate newe through our ECCRA filings, subject to regulgtapproval.
These estimates do not include any additional atsona may be required to spend in connection veiolution of
the NOV described inEnvironmental Mattersand, due to the uncertainty of future environnaénégulations, they
also do not include any costs related to compliavite other potential future regulations such assthdescribed in
“Environmental Mattersnor any costs for new generation that might bguneed if existing units are retired. Any
increase in future costs attributed to these peneitvironmental regulations will likely not haveraterial impact
for this three year period.

Contractual Cash Obligations

The 2010 Form 10-K contains a table, which detailscontractual cash obligations. Significant ctemip our
contractual cash obligations since December 310 2@dude the addition of $400 million of 5.00% &®rSecured
Notes due 2018 and the removal of $375 million 20&1 for the 2011 IPALCO Notes. Stkaquidity and Capital
Resources — IPALCO’s Senior Secured Notdsve for further details. Interest and long-telebt obligations as
of June 30, 2011, including a correction to inteesgpense from how it was presented in the 201nHd-K, is as
follows:

Payment due

Less Than 1 1-3 3-5 More Than
Total Year Years Years 5 Years
(In Millions)
Long-term debt $1,737 $ 00 $110.0 $ 400 $1,87.7
Interest obligatiorfy $1.1753  $1055 $202.8 $1842 $ 68238

@ Represents interest payment obligations relatdised and variable rate debt. Interest relatedaigable rate debt is calculated using
the rate in effect at June 30, 2011.

Common Stock Dividends

All of IPALCO'’s outstanding common stock is held AfgS. During the first six months of 2011 and 2048, paid
$51.3 million and $52.3 million, respectively, iividends to AES. Future distributions will be detémed at the
discretion of our board of directors and will deggmimarily on dividends received from IPL. Dividisifrom IPL
are affected by IPL’s actual results of operatidimgncial condition, cash flows, capital requirertse regulatory
considerations, and such other factors as IPL'scbofdirectors deems relevant.

Pension Funding

We contributed $13.0 million and $10.5 million tetPension Plans during the first six months ofl2@id 2010,
respectively. Funding for the qualified EmployeBgtirement Plan of Indianapolis Power & Light Comypés
based upon actuarially determined contributionstiiee into account the amount deductible for inedax
purposes and the minimum contribution required ueployee Retirement Income Security Act of 19441,
amended by the Pension Protection Act of 2006,edkas targeted funding levels necessary to metdine
thresholds. Management does not currently expgcbhthe pension assets to revert back to IPL du2igll.

Regulatory Matters

Environmental Compliance Cost Recovery Adjustment

On July 7, 2011, the IURC approved IPL’s modifioatpf its Certificate of Public Convenience and &bsity for
the construction cost estimates of the Petersbuig4dJ-lue Gas Desulfurization Enhancements prajsctet forth
in Cause No. 42170 ECR 16 S1. The modification ava$8.1 million increase of the project budget1@&0

million. The order also made final the IURC's interapproval of IPL’s environmental compliance castovery
adjustment.
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Tree Trimming Practices Investigation

On July 7, 2011, the IURC issued an order in Caise43663 on reconsideration of the IURC’s Noven@r
2010 order regarding the generic state-wide ingattin into electric utility tree trimming practEand tariffs. This
order on reconsideration clarified the customeiceatequirements and relationship of the ordertperty rights
and tariff requirements. It also clarified thatc@ses of emergency or public safety, utilities nvathout customer
consent, remove more than 25% of a tree or trinobéexisting easement or right of way boundariagioedy the
situation. The IURC is currently in the procespaimulgating formal rules to implement the ordeis Inot
possible to predict what the impact will be to I&Lthis stage, but it could be material.

Environmental Matters

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazzrdous and other materials into the environnaamt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, jerewvocation
and/or facility shutdowns. From time to time thempmny is subject to enforcement actions for claifs
noncompliance with environmental laws and regulesidPL cannot assure that it will be successfdfending
against any claim of noncompliance. However, othan the NOV from the EPA (se&léw Source Reviéw
below), we do not believe any currently open envinental investigations will result in fines matét@our results
of operations, financial condition, or cash flows.

Under certain environmental laws, we could be hefghonsible for costs relating to contaminatioawatpast or
present facilities and at third party waste dispetas. We could also be held liable for humanasxpe to such
hazardous substances or for other environmentahdan©Our costs of complying with current and future
environmental and health and safety laws, andiabilities arising from past or future releasesasfexposure to,
hazardous substances may adversely affect ourdassiresults of operations, financial conditiord eash flows.

The following discussion is an update to and shaeldead in conjunction with the discussion inchide
“Liquidity and Capital Resources — Environmental tdegt” included in“Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Gyiems” included in our 2010 Form 10-K.

Cross-State Air Pollution Control Rule (formerlydam as Clean Air Interstate Rule)

On July 6, 2011, the EPA announced a new ruleviiiatequire the further reduction of S@nd NQ emissions
from power plants in 27 states, including Indiathat contribute to ozone and/or fine particle ptidia in other
states. This rule replaces the 2005 Clean Air stdge Rule that was later ruled invalid by the DO@cuit Court of
Appeals in 2008. This new rule, known as the U.®s€-State Air Pollution Rule (“CSAPR”), requiredial
compliance by January 1, 2012 for Sfd annual NQreductions, and May 1, 2012 for ozone season tienhsc
Once fully implemented in 2014, the rule requir€s 8mission reductions of 73% and N@ductions of 54% from
2005 levels. IPL is still evaluating the impactstas final rule; however, the impacts could be enal as IPL could
be required to install additional pollutions cofgtswitch to higher priced, lower sulfur coal,iretexisting
generating units, or purchase newly issued emisdlowances in order to meet the established target

Clean Air Act and Hazardous Air Pollutants

As noted in our 2010 Form 10-K, as a result of pEBA determinations and a D.C. Circuit Court rglithe EPA is
obligated under Section 112 of the CAA to develapla requiring pollution controls for hazardous @ollutants,
including mercury, hydrogen chloride, hydrogen fide, and nickel species from coal and oil-firedvweo plants.
The EPA has entered into a consent decree undehiithis obligated to finalize the rule by Novemi2&11. In
connection with such rule, the CAA requires the BB &stablish maximum achievable control technology
(“MACT") standards for each pollutant regulated anthe rule. MACT is defined as the emission litidta
achieved by the “best performing 12%" of sourcethmsource category.
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The EPA announced a proposed rule in March 201tiwths published in the Federal Register on May03,12and,
if adopted, would establish national emissionsddiaths for hazardous air pollutants from coal- aifvfired electric
utility steam generating units. The rule, as cutygmroposed, may require all coal-fired power pgato install acid
gas control technology, upgrade particulate comtevices and/or install some other type of mercanytrol
technology, such as sorbent injection. The rule aiag require installation of new emission monigrequipment
and/or implementation of additional monitoring mablogies. The EPA is receiving public commentsghen
proposed rule, and such public comments will besiciared by the EPA prior to promulgating a findéru

Most of IPL’s coal-fired capacity has acid gas bbwrs or comparable control technologies, but apgsed there
are other improvements to such control technoloiesmay be needed at some of our generators.riinelCAA,
compliance is required within three years of tHeaive date of the rule; however, the complianegqa for a unit,
or group of units, may be extended by state pengitiuthorities (for one additional year) or thrbwg
determination by the President (for up to two adddl years). At this time, we cannot predict thteat of the final
regulations for hazardous air pollutants, but thpacts could be material as IPL could be requinadstall
additional pollution controls and retire existingngrating units. We would seek recovery of any ajireg or capital
expenditures related to air pollution control tealogy to reduce regulated air emissions; howeWwere can be no
assurances that we would be successful in thatdega

Cooling Water Intake Regulations

We use water as a coolant at our generating fesiliunder the federal Clean Water Act (“CWA”), ting water
intake structures are required to reflect the Beshnology Available (“BTA”) for minimizing adverse
environmental impact. In March 2011, the EPA anmeghnits proposal for standards to protect fishaher
aquatic organisms drawn into cooling water systatilarge power plants and other industrial faeiitiThe
proposal was published in the Federal Registernl 2011. The proposal, based on Section 316(heTCWA
establishes BTA requirements regarding impingementality for all existing facilities that withdrawater from a
source water body above a minimum volume and atdizleast 25% of the withdrawn water for coolinggmses.
IPL believes in order to meet these BTA requirerseall cooling water intake structures associatih ance-
through cooling processes will need to modify tkisting traveling screens and add a fish returntzametling
system for each cooling system. The proposal waldd require owners of facilities that withdrawywéarge
amounts of water to perform comprehensive siteifipestudies during the permitting process and mequire
closed-cycle cooling systems (closed-cycle codiawgers), or other technology. The proposal alsabdisthes a
public process, with opportunity for public inpbt; which the appropriate technology to reduce @mtnant
mortality would be implemented at each facilityeaftonsidering site-specific factors. It is notsibke to predict
the total impacts of the final rule at this timef i additional capital expenditures are necesdaly could be
material.

Senate Bill 251

In May 2011 Senate Bill 251 became a law in theeStéIndiana. Senate Bill 251 is a comprehensiMeaBich,
among other things, provides Indiana utilities vdatmeans for recovering 80% of costs incurred toptyg with
federal mandates through a periodic retail ratasigdjent mechanism. This includes costs to complly wi
regulations from EPA, FERC, NERC, Department ofrfgpeetc., including capital intensive requiremeautsl/or
proposals described herein and in the IPALCO 20dnFLO-K, such as cooling water intake regulatioveste
management and coal combustion byproducts, wastewttuent, MISO transmission expansion costs and
polychlorinated biphenyls. It does not change exgsltegislation that allows for 100% recovery oéah coal
technology designed to reduce air pollutants (SeBdt 29).

Some of the most important features of Senate2Bill to IPL are as follows: Any energy utility indiana seeking
to recover federally mandated costs incurred imection with a compliance project shall apply te IbRC for a
certificate of public convenience and necessityRGIN") for the compliance project. It sets forthtaar factors that
the IURC must consider in determining whether tangia CPCN. It further specifies that if the IURGpeoves a
proposed compliance project and the projected &iganandated costs associated with the projeetfdahowing
apply: (i) 80% of the approved costs shall be reced by the energy utility through a periodic fetaie adjustment
mechanism, (ii) 20% of the approved costs shatléferred and recovered by the energy utility as gfahe next
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general rate case filed by the energy utility vith IURC, and (iii) actual costs exceeding the getgd federally
mandated costs of the approved compliance projeptdre than 25% shall require specific justificatemd
approval before being authorized in the energytyl§lnext general rate case. Senate Bill 251 edgaires the
IURC to adopt rules to establish a voluntary cleaargy portfolio standard program. Such prograrhpudvide
incentives to participating electricity supplieosdbtain specified percentages of electricity frdean energy
sources in accordance with clean portfolio standaals, including requiring at least 50% of theadlenergy to
originate from Indiana suppliers. The goals cap aks met by purchasing clean energy credits.

New Source Review

In October 2009, IPL received an NOV and Findin/@flation from the EPA pursuant to the CAA SectblB(a).
The NOV alleges violations of the CAA at IPL’s terprimarily coal-fired electric generating faciié dating back
to 1986. The alleged violations primarily pertairtihe Prevention of Significant Deterioration amhattainment
New Source Review requirements under the CAA. Siaceiving the letter, IPL management has met thi¢h
EPA staff regarding possible resolutions of the N@Ythis time, we cannot predict the ultimate lation of this
matter. However, settlements and litigated outcoofiesmilar cases have required companies to paypgnalties,
install additional pollution control technology onal-fired electric generating units, retire exigtgenerating units,
and invest in additional environmental projectssidilar outcome in this case could have a matériphct on our
business. We would seek recovery of any operatirggpital expenditures related to air pollution ttoh
technology to reduce regulated air emissions; hewetiere can be no assurances that we would lcessfal in
that regard.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO  UT MARKET RISK

Not applicable pursuant to General Instruction khef Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdtetiesigned to ensure that information requivdsketdisclosed
in the reports that we file or submit under the8ities Exchange Act of 1934, is recorded, proagssemmarized
and reported within the time periods specifiechia Securities and Exchange Commission’s rules amadsf, and
that such information is accumulated and commuedtéd the principal executive officer and princifimhncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udaig the
principal executive officer and principal financaéfficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Rules 58a}hnd 15-d-15 (e) as required by paragraphf(thyeo
Exchange Act Rules 13a-15 or 15d-15) as of Jun@@D1. Our management, including the principal akee
officer and principal financial officer, is engageda comprehensive effort to review, evaluate iamatove our
controls; however, management does not expecbthradisclosure controls or our internal controlgofinancial
reporting will prevent all errors and all fraud.cAntrol system, no matter how well designed andaipd, can
provide only reasonable, not absolute, assuraratetih control system’s objectives will be met.tRar, the design
of a control system must reflect the fact thatehame resource constraints, and the benefits dfasmmust be
considered relative to their costs. In additiory emaluation of the effectiveness of controls ikjeat to risks that
those internal controls may become inadequatetimdiperiods because of changes in business comglitbr that
the degree of compliance with the policies or pdutes deteriorates. We have interests in certaipnsolidated
entities. As we do not control or manage thesdiestiour disclosure controls and procedures vesipect to such
entities is generally more limited than those wentaan with respect to our consolidated subsidarie

Based upon the controls evaluation performed, teipal executive officer and principal financificer have
concluded that as of June 30, 2011, our disclosomérols and procedures were effective to provasonable
assurance that material information relating tamd our consolidated subsidiaries is recorded,gased,
summarized and reported within the time periodsi§ipd in the Securities and Exchange Commissionlss and
forms and that such information is accumulated @mmunicated to the principal executive officer gnichcipal
financial officer, as appropriate, to allow timalgcisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure aaistand procedures, management considered cantaimal
control areas in which we have made and are cdntirto make changes to improve and enhance conBated
upon that evaluation, the principal executive @ffiand principal financial officer concluded thiag¢ite were no
changes in our internal controls over financialoripg identified in connection with the evaluaticeguired by
paragraph (d) of the Exchange Act Rules 13a-1%dr15 that occurred during the six months endee 3@n 2011
that have materially affected, or are reasonakbjlyito materially affect, our internal controlsemfinancial
reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please seitem 2. Management'’s Discussion and Analysis afdficial Condition and Results of Operations —
Liquidity And Capital Resources - Environmental tded,” and Note 7;Commitments and Contingencies The
Financial Statements for a summary of significagal proceedings involving us. We are also sultgemutine
litigation, claims and administrative proceedingsiag in the ordinary course of business.

ITEM 1A. RISK FACTORS

There have been no material changes to the riskrfaas previously disclosed in IPALCQO’s Annual Beon
Form 10-K for the year ended December 31, 2010.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. (REMOVED AND RESERVED)

None.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit No. Document
4.1~ Indenture between IPALCO Enterprises, Inc. &hd Bank of New York Mellon Trust Company,
N.A., as Trustee, dated May 18, 2011 for the 5.@¥rior Secured Notes Due 2018.
4.2*% Pledge Agreement Supplement between IPALC@f#pnises, Inc. and the Bank of New York

Mellon Trust Company, N.A., as Collateral AgenttethMay 18, 2011 to the Pledge
Agreement between IPALCO Enterprises, Inc. and B&ek of New York Mellon Trust
Company dated November 14, 2001.

31.1 Certification by Chief Executive Officer recgd by Rule 13a-14(a) or 15d-14(a).
31.2 Certification by Principal Financial Officezquired by Rule 13a-14(a) or 15d-14(a).
32 Certification required by Rule 13a-14(b) or 15Hb).

101.INS  XBRL Instance Document (furnished herewistprovided in Rule 406T of Regulation S-T).

101.SCH XBRL Taxonomy Extension Schema Documemhighed herewith as provided in Rule 406T of
Regulation S-T).

101.CAL XBRL Taxonomy Extension Calculation Linklealdocument (furnished herewith as provided in
Rule 406T of Regulation S-T).

101.DEF XBRL Taxonomy Extension Definition LinkbaSecument (furnished herewith as provided in
Rule 406T of Regulation S-T).

101.LAB XBRL Taxonomy Extension Label Linkbase Daownt (furnished herewith as provided in Rule
406T of Regulation S-T).

101.PRE XBRL Taxonomy Extension Presentation LiskbBocument (furnished herewith as provided in
Rule 406T of Regulation S-T).

* Incorporated by reference to IPALCO’s Current Bemn Form 8-K filed with the Securities and Exeba
Commission on May 18, 2011.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdd¢iport to be
signed on its behalf by the undersigned thereualp authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date: August 4, 2011 /sl Kelly M. Huntington
Kelly M. Huntington
Senior Vice President and Chief Financial Officer
(Principal Financial Officer and Duly Authorized fidfer)

Date: August 4, 2011 /s/ Kurt A. Tornquist
Kurt A. Tornquist
Vice President and Controller
(Principal Accounting Officer)
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

I, Kenneth J. Zagzebski, certify that:

1.
2.

| have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statements,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over ficél reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfognthe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably hkel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date: August 4, 2011 /s Kenneth J. Zagzebski

Kenneth J. Zagzebski
President and Chief Executive Officer
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Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities Exchange Act of 1934

[, Kelly M. Huntington, certify that:

1.
2.

| have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statemerntes,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to the
registrant, including its consolidated subsidigrissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financial reipgr;, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the regigtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicél reporting; and

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably hkel adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date: August 4, 2011 /s/ Kelly M. Huntington

Kelly M. Huntington
Senior Vice President and Chief Financial Officer
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Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-144) of the Securities Exchange Act of 1934 and Purant to
Section 1350 of Chapter 63 of Title 18 of the UniteStates Code as adopted pursuant to Section 906tbé
Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtte connection with the Quarterly Report on Fori@aQ for the
period ended June 30, 2011 (the “Report”) for thppse of complying with Rule 13a-14(b) or Rule 115{b) of
the Securities Exchange Act of 1934 and Sectio® I8%hapter 63 of Title 18 of the United Statesi€o

Kenneth J. Zagzebski, President and Chief Exec@ifieer and Kelly M. Huntington, Senior Vice Prdent and
Chief Financial Officer of IPALCO Enterprises, IlEIPALCO"), each certifies that, to the best o lur her
knowledge:
1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchange A
of 1934; and
2. The information contained in the Report fairly mets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date: August 4, 2011 /s/ Kenneth J. Zagzebski
Kenneth J. Zagzebski
President and Chief Executive Officer

Date: August 4, 2011 /s/ Kelly M. Huntington
Kelly M. Huntington
Senior Vice President and Chief Financial Officer

A signed original of this written statement reqditgy Section 906 has been provided to IPALCO andbei
retained by IPALCO and furnished to the Securitied Exchange Commission or its staff upon request.
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